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The Shift to Digital Advertising: Industry Trends and Policy Issues for Congress

Summary

The United St dargessadvertising nharket. viecarding to ene estimate, domestic
advertising revenue totaled $219 billion in 2012, accounting for about 1% of U.S. gross domestic
product (GDP). Almost every major medium of information, including the press, entertainment,
ard online services, depends on advertising revenue. Advertising accounts f8060%f total

revenue at many newspapers and magazines and for most revenue at search engines and social
networking sites.

Television stildl remairms twha hmaidn relveiname fadr ad dnx
2012. However, spurred by the growth of paid sea
devices, advertising is moving to online platfor
have readhed,$ o bi6l% of t ot al ad revenue, in 20

Companies can more easily track and measure cons
develop detailed profiles of their customers. So
about the bufiorksnpradvectetsseors, particularly s
unregulated in the United States. Digital publis
allows them to-cpsdaéwipde rftreede coomtlemmw . 1 Wi aldout 1t ,
supported businesses could be harsftrheid dsr opfossi bl y
Americans do not like having their online behavi
Pew Research Survey. Privacy aeaxplacoinsa mtadadaloca
regul ations t donplriontee cptr icvoancsyu.me r s

Because of these concerns,t,hhaa\ceanﬁochsngdecsrseisssum
to digital advertising. They have helnd llueda mign gs

“Do Not”t Br gdlw e consumers tDhoe Noorfb pChaclola qul mabhddit o
lawmakers have proposed legislation to protect ¢
mobile devices. Cosnegarrecshsi sidswhgerk eocbmpknngsasell a
consuiumdartiated search rdsgswhtduhemkew¢ b nlgr oweer s pcart
net wor ks .

The growing use of online and mobiFleed éfmramltc&k i ng ha
Commi s sionp (bFITiCy d dihestd 'Woim cl osures for oamline ads
volubDoaNpt( ONEx kfunction; and releasedherew guida
Food and Drug Admitnuidgyhimagmiaere ut¢ F PA) mmsadrilag t iwn g hi n
guidancebyaqei Ridadcdee 2012, the Obama Administratic
introduced new privacy frameworks.

Ot her countries are debating, and some already h
particular, di gliutraolp eaadnv enratrikseitn g si b etchoemi ng mor e
l awmakers consider much stricter DNT rules, rais

busink spatschwork of state rsguatasteonbawjnel sandiag
adveising.
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Introduction

Advertis i—nagn dh acso nbtet¢nmuamss ff or hed as consumers spenc
usienlgectronic devices, such as smartphones and t
many varieties. This shift has given rise to dif

examines some of these 1ssfies ihat hkacontexhapdd
advertising industry over the past decade.

Thirty years ago, consumer s Awi eawdevde ratni sai vegr ahgaes osf
from newspapers and television shows to gasoline
expmuass to advertising 1isByalomcees tc oaenrtt, a itrthley alvieg haegre
consumer may be exposed to 3>, 000 commercial mess

Advertising pays for much of the c.onltte nptr oowi dersa d
84 %tefl eniet womkeand, until rec e8n0t% yo ff unronsits hdeadi 16y0 %
ne ws pampeveédAdecr genemagresthan 80% bht¢omad revenue
compani eGoomglch, a¥ahoo’andndoFecsbobk capfpsof many
consumers download to increase the functionality

mpared with tr adiatd voenrstld esandnvges rot thsaivreg ,s odnieg isti agln i 1
vanftargesdvekdn sierst ance, srneaalclh bnuislilnieosnsse so fc apno t
tomers at l ow cost. Smartphones, tablets, and
ess to more consumers for more hours of the d
ducts online sandobebnemmtai behatvherrusdng t he
sumers g.enNeawad,ret doiendlicitsissel advert-wsdaeagdisr eptuis o ms
The prolifeuppoomed fwalls it eshapoumlllionwen vaiddveeor,t iasnidn g
rattes both online and Meodnivacandtiitdienparl a kdikeydti ao nrma r k e t s
adertamsd ngeing forced to find new business model

5 O 0 ©»

Industry Size and Concentration

SNL Kagan, an industotplraeaaddmwmanh|fiamd, Ipeggded dt r ¢
in 2019% fdroown s2d0BEQPH he television industry contir
larghste of these revenues, 35% in 2012, and, ac
receipts have been’smpiemidd gt ge vann dasg excdveanmatiilsg e mse ws |
magazinesDhgist & b l-drdeweerntuies ifnrgo m illnet esrenweta easnaln tmso b

IMi chael R. Sol omon, Lisa Duke Cornell, and Amaunch! Ni zan, “Co
Advertisingand Promotion in Real Time. 73.

2 Plunkett ResearclGuide to the Advertising and Branding Industday 3, 2013, p. 3.

3 Emily Guskin, Mark Jurkowitz, and Amy Mitchetbtate of the News Media2Q13 Pew Research Center’s P
Excellence in Jouenl i s m, “Net work News: A Year of Change and Challen.
http://stateofthemedia.o2)13hetworknewsa-yearof-changeandchalengeat-nbc/

4 Newspapers are obtaining a greater share of their revenue directly from users, with a third of newspapers in the
United Statedimiting access to all or part of their websites using paywalls. Circulation revenue increased by nearly 5%
in 2012 for both weekday and Sunday editions.

SFor example, advertising accounted for -Kfsrtheyedren@Gingo gl e’ s 1 e v
December 31, 2012, p. 12.
6S NL K aAgduertising Forecasts: U.S. Market Tends & Data forMdljor Media » 2012 Editi on.

Congressional Research Service R43288 - VERSIOR - UPDATED 1



The Shift to Digital Advertising: Industry Trends and Policy Issues for Congress

a rising fraction of ad revenudéUsigmg wilneg SNL 16 %
Kagan estimate, total advertising revenue c¢ame t

Table 1. U.S.Advertising by Revenue Across Sectors
Billions of U.S. Dollars and Share of Total Revenue

% of 2008 % of 2012
Media 2008 Revenue Total 2012 Revenue Total
Television $68.9 29% $75.7 35%
Direct mail $55.1 23% $45.4 21%
Digital (Internetmobile) $23.5 10% $35.7 16%
Newspapers $38.5 16% $21.5 10%
Radid $17.8 7% $15.5 7%
All other sectorss $24.2 10% $15.3 7%
Magazines $12.6 5% $10.0 5%
Total Ad Market $240.7 100% $219.2 100%

Source: 61/ .D JB@yertising Forecasts: U.S. Market Tends & Data for All Majr Media(GLWLR® SS
Note : 2012 figures are estimates.

a. Comprises broadcast TV (excluding digital/online), cablesatellite TV, and TV syndicatidrarter.

b. Includes satellite radio.

c. Includes outdoor/out of home, Yellow Pages, and business and farm publications.

Most ad spending is undertaken directly by adver
adveragesnmiges, which develop advertising campaiyg
br oadc aAsctc otridmen.g t o t he U. S. Census Bureau, adver
revenue of $94. Bhbsltepneiantd124% dofbyalSINIad spe
Kagan. ,Hm &dmMfiar i s am,vetnhuees eo ff i$r8mMs. 2 bi 1 1 i on ¢ ame
spending, as mea®TheednbyeSNLnKagohe of ad agenci
that some types of adverindiwgdfianédquentbkmaplaced
classified ads and real estate ads in newspapers
websites such as Craigslist that may not charge
Advertis imagnfgmepg ammalple s ahteiaovni sl pn rferleicalndtmc e t al ent

mul tinmu katgieanlc,y congl omerates. According to the 1
estimated 18, 700 busimne stablishnents made up
Ho we

S s
the, five largesdiggobd
t

e
mpadvestitsespagthdly acec
gl obdlagewemue and more a

a
han haftf of U.S. agency

"Television ad revenue showed especially healthy growth due
campaigns. Direct mail ad revenue fell by 18% during the same period.

8 U.S. Census Bureall.S. Government Estirtes of Quarterly Revenue for Advertising and Related Send648,
accessed August 14, 2018tp://www.census.gosérvices/

9 BLS, Quarterly Census of Employment and Wageiwertising agency NAICS 5418accessed July 18, 2013.

YBradley Johnson, “Big Adland DeAdAgeARi#2RQ18,e Ad Age’s Agenc,
http://adage.comafticleagencynewshAdlanddealsreshapesgencyrankings?241115/

Congressional Research Service R43288 - VERSIOR - UPDATED 2
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Table 2. Leading Global Advertising Holding Companies

2012
Agency Location of Worldwide 2012 Digital
Group Headquarters Revenue Employment Agency Network Agencies
WPP plc United Kingdom  $16.5 billion 114,490 Young & Rubicam, 24/7 Real Media
JWT, Ogilvy & Mather, Xaxis, Rockfish,
Grey Possible
Omnicom United States $14.2 billion 71,100 BBDO, DDB, TBWA, Agency.com,
Group Inc2 GSD&M, Goodby Organic, Tribal,
Siverstein Critical Mass
Publicis Groupe France $8.5 billion 57,500 Leo Burnett, Saatchi & Razorfish,
S.Az Saatchi, BBH, Fallon, DigitasLBi,
Kaplan Thaler Performics,
Rosetta
Interpublic United States $7.0billion 43,300 McCann, Lowe & R/GA, Huge,
Group of Partners, Mullen, Cadreon
Companies Martin, Campbell
(IRG) Ewald, Campbell
Mithun
Dentsu Aegis Japan $6.4 billion 37,450 Aegis, McGarry Bowen 360i,
Network Ltd.p Searchlgnite,
Netmining

Source: &RPSLOHG E\ &56 IURP $G$JH 'DWDFHQWHU N&RINagEdcids obneds RWKHU SXE
by these holding companies are listed.

a. Omnicom and Publicis announced a merger agreement in July 2013.
b. Dentsu completed acquisition of Aegis in March 2013.

Each of these large holding c¢omppaamriaetse toavgnesn coire sc, o
which supply servaommsoduomtm cmr etad i med iwo-rkl anning,
buy ansaelZDEQPEmMGa i com balntdecPs ntly announmed plads to
t 1is still subject to approval by competition
ch the combined company would be able to exer
08 fsawmmdd t hat the advertising and market seryv
the gPHewaverd.,evmadrket r erseccaemncthltlyhidrum tIrBI S Wo r I
centration has increased over taomea agl onwale ag
PRegulators will also need to take into accou
of advertising space and time, such as televisio
advertising agencies must bargain.

@, B

The explosive growth of digital advertising raises questions about the role of advertising agencies
in the future Online advertising, as compared to traditional ad campaigns, is mordrilata,

11 These holding companies are organized into subgroups or networks of affiliated units offering more or less similar
mixes of services. The individual units operatgéependently and often compete with one another for client accounts.
For example, Omnicom operates three global agency networks (BBDO, DDB, and TBWA) and several U.S. agencies.

12 Alvin J. Silk and Charles Kindjl, Concentration Levels in the U.S. Advértgsand Marketing Services Industry:
Myth vs. RealityHarvard Business School Working Papei0d4, SeptembeR4, 2008, p. phttp://www.hbs.edu/
researchgdf/09-044.pdf

13Kevin Culbert,Makinga name: Agencies will continue looking to specialization and digital media to grow revenue
IBISWorld, January 2013, p. 21.

Congressional Research Service R43288 - VERSIOR - UPDATED 3
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based on informatiod r a wn f r o m u s e rakout cofisumeepreferences,avebsitev i t y
popularity,andclicks per adSellers of digital ads increasingly usathematical formulas

(algorithms) to determine price and placementof'éfist is poss-ibleenhhat digit :
disintemmaadita tmiaddlmodwpe advertisers to place their
engaging advertising raegdeungwatthe gompiamnsddece¢e his wor

Industry Empl oyment

Empl oyment at advertising firms 1is onthendicator
importance of pedsadrwadebuisnnesesseiscsuch as adverti
an ad ’sagleanrcgye st cost is 1its personnel. At a typi
for -6505% of &xpenses.

At the end Sof a2dOvle2r,t itshien gU.i nd us tarty wenmpabeyadnit @8,
paogfore thafAdSv%R0.t0i 60 .n gp eeankpel d® yhrfbeort® 0, ibnu t2 0h0als
fluctuated in a relativelyg¢gldXYHApproxngmatet gr 3t7 e
of total advertising Ngrdudorakl iefnoprinoiyame natl tihso uignh e
as some empl oy meandtv edritriescitnlgy rel ated t o

advertising agencies tradbhaswodhadd yt cchaagstd
ia plSuemepticing continued to be the industr
0sinuf enmdaogra zoifne and nre'swhk palmetr tphbdldoeohmi ssion s
ited their ability to directly bargain with a
significantly wn tlrgemational advertisepalyiagfixed fees to their ad

agencies rather thammmissiong?

EUIQ-C/)

e
9
i

14 Edward Landry, Carolyn Ude and Christopher Vollnt¢, Marketing 2010: Sharpening the ConversatiBooz &
Co. with the Associabin of National Advertisers, Interactive Advertising Bureau and American Association of
Advertising Agencies, 2009, p. Bttp://www.boozallen.comiediafile/HD_Marketing_2010.pdf

15Wescott Rochettedndustry Surveys St andard & Poor’ s, Publishing & Advertisi
16 BLS, QCEW, accessed on July 17, 2018tgt://www.bls.govéew!
17Ronald Lane, Karen King, and TomRussélifhe Advertising Agency, Media Services

.OHSSQHUTV $GYHUW L Pte@tite HARIOMIE p. US8.  (

18 MohammadArzaghi,Ernst R. Berndt, James C. Davis, and Alvin J. SitkeUnbundling of Advertising Agency
ServicesAn Economic Analysjsiarvard Business School, Working PapefOBB, 2008 and 201, 5,
http://www.hbs.eddaculty/Publication%20File4/1-039.pdf
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Figure 1.Advertising Industry Employment
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Source: BLS Quarterly Census of Employment and WagR#ICS 54181.
Note : 2012 data are preliminary.

v
S

vertisingspewvwiads eveahsapromotion and public
om these sourcéehamayhbeef@opsmingclical

Digital Advertising

recenmtmeyeamtsi, s i n gb eagguenn ctioe sf ohcauvse -gno de-kehoping
erbusiemegs smmcl uding market research, media plan
t omer 71 el at iTohnesyh iapkeemaanmasgogmant ar ger -share of

he mosstt mwatemrtal changes affec, icaosh saudnearst isstiamrg e
mi grate from traditional. nfendiian es oaunrdc enso btiol eo nalcitn

f med®&BSHQGLInd advertisers have been forced

T

t

accounted for steadilymeglniawiumg sahltartchse cefx pecmmscu md
0

recognitiomn of that trend

n 2012, Internet advertising revenues 1n the

—

I

f

(AB®eMarketer, a mgprlgtehcatts soenalricnhe faodf @sllp ebnidlilnigo nma vy
by 2%017.

BStandard & P owy,Publishihgh&dAdvertisingluns 2013, p. 35.

201AB and PricewaterhouseCoopei&B Internet Advertising Revenue Rep@Q@12 Full Year Results, April 2013, p.
7, http://lwww.iab.nethediafile/IAB_Internet_Advertising_Revenue_Report_FY_2012_rev.pdf

om $ 6l Obeialrlsi eenael IXiYdarc c(or diheg ITtnd eractive Advertis

2leMarketer, “Mobile Pushes U. &,201Bkttg/iwwwi.dmarketer.cobfticle/e t Hi gher , ”

Mobile-PushedJS-Digital-Ad-MarketHigher/1010149
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Figure 2.Internet Advertising Revenues ,2002-2012
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Source: IAB and PwWC,IAB Internet Advertising Revenue R&ji2tFull Year Results, April 2013.

2002 2003 2004 2005

Trilldiogmist mlf ads ar?Thseesrev eadd su pa raen nluianlkleyd. t o many
may be viewed odie vai cweisd.e Avcacroiredmynrge fttoh aMi e210s9e nmidlalti
Americans were actidkaomHdalk napdrtmadrmnye 210113 .23 0
desktop and mobile device views *in the United St

Al t hoeghvisstohne rdeommiinma nt a dav €2r0tlils isapnel nidddiemigc e ,n

adverdaxcsaeamded spending on pr ime taad vielrea iesx magn diomrg
ma rtk,e mmainwyt ppufbd d e ait i omasna s eTdhle ys thraevses .r e s ponded by
attempting to incvemntesthgircoeowmuon,)] iakthdugh fe
have managed to charge enough for onl2i0ne&,ads to

online ad revenue made up 15% of total newspaper
20 6°7 .

t h onulgihn tor a d thtdivoemratli s i ng are, stilmddaradne mmampgor twarny
fferpmicets . nAwspaper may be the dominamd source
erefore be able to chabge¢ asdvehesdmeenawppeée men

22 Nearly 5.3 trillion displays ads were served to U.S.suse2012 alone, according to ComScore. Eli Goodroa®,
Digital Future in Focus, 201,3ComScore, March 7, 2013, p. 22.

23 Nielsen,January 2013: Top U.S. Entertainment Sites and Web Brateidia and Entertainment, March 22, 2013,
http://www.nielsen.com/us/en/newswire/2013/jand2®yl 3-top-u-s--entertainmensitesandweb-brands.html

24 InsideFacebook, Facebook to launch country |&#&U and DAU metrics, August 13, 2013,
http://www.insidefacebook.co?01308/13facebookto-launchcountrylevelmavanddaumetrics#more84171

25 Newspaper Association of America, with Rick Edmonds and Emily Gaskin providing the 2012 estimates,
Newspapers: By the Numbers, State of the Meglidated May 7, 2013.
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petes against hundreds or theusmdbddlkas fl evwesbs it
cinghpowaempl ymeorftaids i ng opportunities 1is al mos
e s6t 7i0mantieldl i on veerbmsaitt eess soenn tt ihael fHithes for adver
ndance ome adsoinhlvignmet oardyver t i sing rates can be
@t her. MddddFral Communicaetpoms Commids $ han 1 n
ypicaclosotnlaibnoeutad$2. 52 per 1,000t vpewetr 8ouwhed
weprrsi ment i me broadcast t é1Ddgiisgtiadn anleetewdnlss nga <
ot her way-pecliffoakl bdi kg yov®ssrtd pur chase.

® o "o
=0 ~ & cs o0 =g

B

I I I - B o
_
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O
o

itétihadmuof websites and social media outle
entrated mar kseetl.]l @ldms e200f1li 25,1 ntgh es ptaoccpe lon we bs i t
r than 70% ofindntheetoag S5 O6véEéoulkaBarly 90 %, ac

p
c
e
Redli me bidding syst’emPDo@RTBC) i sk kEexrcthdaanggbed d cclt
k
0

BO
© O
=

marketers buy and publishers sell a%RTeBstising 1in
account for a relativeljrnag‘ma,lls(%rpaﬁlt.Sbf,ﬁzitloltiadn,onil
bumar ket research tthmamy [ DA Plrefd iacltls U.hSa.t onl ine ¢

advertisiPDgebyt2®meé6é. aut ommabtee du saedd etxoc hsaenlgle sot her
advertising, such as digital radio 3omt a@ldectroni
companies have started to build aut®mated ad buy
The regulatory afidRTRsgadr @ mpdtitcian g oinscrmoeased att
and regulators because these 'dawasgantdemonsamee i
privacy disclosure practi c®GConicne ronnsl ianbeo uatn da nntoibciol
business Ilpawaetdlcsgo come into play, with attentio
on the use of certain data by advertisers could

Measur ement I ssues

Measuring the effectiveness NEwsguepetrti andg mhgszlI
circulation f i ghuer eAsl lairaen cceo nfpoirl eAdu dbiyt etd Me di a ( AA
Bureau of .Niierlauasseliomotgni sommmer panels andoklects omekewd

26 Netcraft, May 2013 Web Server Survey, accessed August 13, Rf1:Znews.netcraft.corarchives201305/03/
may-2013web-serversurvey.html

27 Steven WaldmariThe Information Needs of Communifies F CC, “ T h e iaCdndseapeiimadgroddbadd
Age,” July 2011, p. 127.

2Thecostperc 1 i ck (CPC) model counts when users actually c¢click t
The clickthrough rate is the number of clicks divided by the number of ad reqUiesetadvertiser and publisher agree
on a fixed amount that will be paid for each click.

29 Advertisers may buy keywords from search engines so that their ads appear when specific word(s) are used as search
terms. The amount paid for a keyword dependsonawd ° s compet i ti veness.

] AB, “Internet Advertising Revenue Report: 2012 Full Year
31 RTB simply means delivering the right commercial communication, to the right person, at the right moment (or

place) through the right devitmsed on algorithms that allow marketers to buy media automatically in real time.

2eMarket fime“MWBdalding to Make Up Quarter of all Display Spe
http://www.emarketer.coméwsroomihdex.phpfealtimebiddingpoisedquarterdisplay-spending/

33 Karsten WeideRealTime Bidding in the US and the World 2e4d16 IDC, October 2012, p. 7.

34SuzanneVranc a, “Television Ad BuWallStieetdoornaMignsi20, 20021 i ne Rivals, ”
35 Federal Trade Commissiolm the matter of Realime Targeting and Auctioning, Data Profiling Optimization, and

Economic Loss to Consumers and Priydegbruary 18, 201 http://www.ftc.govbskcomments/
privacyreportframework033857839.pdf
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viewershi®Arbumb ompr. oupsriinegt airtys Personal People

studiesdemogbamhine information, s u c¢’dr caasd etrhse
t hmay be of interest to advertisers.

Me t
produces audience dat¥Fioguradibrohotwhbeaadgsduaps o
deermine the prices of ads on traditional media
age

Advertisers and others have long groused about a
become even more s kreepatsiicnagll ya sv iceown smithledrns iinncdi gi t
e xampilgei,t ad editions of newspapers (e org.a,detrabl et
editions) made up 19.88t of dIvSragaidiyhelwatppiapr ri
many caspapemeand magazine subscribers have acce
publications, and meaningful ratings measurement
No commercially avail apbllaet fnoartm oanuadli esnycaed inteaatseudr ecnr
exists today. Moreover, technology increasingly
bypassing advertisements, so audience data may n
greatest interest to advertisers.

In the digitalanwemnlud,t a&adhwe mtuimbenrs od people who ¢
mail, or ondetwhai viplerosonal . opayt edamre ansoibliyl et rda
impre@siasdkoughs, unique visitCsa,blaen da ntdi nsea tseplelnitt
di gidtolp boxes can track users and “UCellilv eprh odnief f e 1
companies are also able to follow customers on n
for ad¥#€ompsriss 1ike Google ehlasv eu pbouni lgta tthheeriirn gb u
information as possible about consumer i1interest:s
response in this granular way has large financia
adverAcsonging 6tho otf henll ARe ads s olpde rifno r2maln2c ewe r e
basis sweclhrl pstneantng that 1f the advertisement W
consumer 1nterest., the®*advertiser paid little or
Questidtnlse adboawur acryi aosfo udnddga t diln gnett o co m¥3Q@ O 9 est udy
only 16% of Internet users clicked on an ad and
clithkse ;cocnopnatneynidgsn offrhidntegr net user s whso udfowinsoet c1 i ¢
Measurefmemlti cks can also be manipulated through

36 Nielsen uses an electronic people meter to measure-finmaeational ¢levision viewing based on a representative
sample, and supplements this information through occasional use of written diaries.

’Ar bi tr on’ s -lkédevice that survey pagtieipants wear. It monitors codes embedded in radio and TV
audience strams inside and outside a home.

38|n 2009, the Coalition for Innovative Media Measurement (CIMM) was formed to identify new ways to measure
audiences across media platforms. CIMM members include Microsoft, NBC Universal, Time Warner, and advertising
companies such as Omnicom and Publicis.

39 AAM, Top 25 U.S. Newspapers for March 2p0March 2013http://www.auditedmedia.coméwsfesearckand
datatop-25-us-newspaper$or-march2013.aspx

401n 2004, IAB developed a global standard that counts a single instance of an online ad loading onto a page of content.
Its ad impression measurement guidelines are descrilheigh#vww.iab.nettampaign_measurement_audit

“Tessica E. Vascellaro, < TWallStreafdowrnaMaeh6,£€011. Tuning In to You,
?Tom Simoni-Ad, Fi‘fMmbi $§eek Ne w MWagchnolagy ReTigwprd & 20Y2% u , ~
http://www.technologyreview.coméwsA27453mobile-ad-firms-seeknewwaysto-trackyoul.

431AB, |AB Internet Advertising Revenue Rep@@12 Full Year Results, Ap2013, p. 17.

“comScoomSc8re and Starcom USA Release Updated < Natural Boi

in Number of U.S. Internet Users Who Click on DisplayAds press release, August 4, 2010.
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shamicks to make ads | ook mor e p bdrpeuvleafirn easn d

advertisfng budgets.

t her
recent study reported that accidetohteailr omro bfirlacu d ul

Ratings measurement firms are ¢ epnpacttfionrgm t o devel
measur e mAnbi,t owhhisch traditionally gathers data o
i ncéhiidgee fi ni ti on satnedn isntg eianmiintgs Ini*latnidp diminn pr oa dc a :
a sehwut omialslure audio as ga rshlheegtlsheeoafieidti uims, di st rib
the air or viNidilgietnalpl atnse dtmi mpeasadecd ed eviisd o
by their level of social media chatter; t o measu
Netflix and Amrabhedngama 3IBWsxt eanrmsd sPulcahy Satsa tX on a |
traditional audience measureme reta;chandlteoimdadnnur e
net wsorokwn Website.

Last year, comScore, a competitor to Nielsen and
track viewing on TV, “Rveerbt, r aakn dmemaosbu rl ees pT M tcfoomtmesn t
audiences using schbaleédmbahad iamtde dd gti®UTRIA , wii ddle® 1 e c «
acquired by video recording companyt ellieVoi sino®R 012
TV viewing and®purchasing habits

In September 20-mdntholtbwwewgpaonens, the Federal
(FTC) approved the acquisition of Arbitron, whic
audience measurement, by Nielsenus twhy .%ha rhkaest abou
The ¥¥T&pproval included one significant conditio
license certain Arbitron technology and related
radio audience measurement

Online AdveviionmegntE

The collection of large amounts of data for
Members of Congress and industry regulators
with the data they colleceed ,alreutcomsw,mewhse raer,
extent their information is wused. They are

45 TradeMob,Study of Mobile ClicksSeptenber 3, 2012, p. 1.

46 Arbitron, Thoughts on Comparing Audience Estimag 1, p. 2http://www.arbitron.condownloads/
comparing_audience_estimates.pidfr b i t r o gyridicated ratihdgs service measures audience size using both a
paper diary service and its Portable People Meter (PPM), an electronic device.

471n 2013, according to Arbitron and Edison Research estimates, about 45% of Americans had listened to online radi
in the last month, compared with 17% in 2003. Arbitrbime Infinite Dial 2013: Navigating Digital Platforms
http://www.edisonreseah.comivp-contentiploads201304/Edison_Research_Arbitron_Infinite_Dial_2013.pdf

Al ex Ben Block, “Nielsen Agr e eHollywood Réeponed-abdiary?0,2018.i t i o n

YcomScore,

of Online Video Ad Campai g ihtp/Mwweamscore.comisightsPresse Relea@est o b e r
2012A0/comSore_validated_Campaign_Essentials_vCE_Breaks_New -Multi
Platform_Ground_With_Validation_of_Online_Video_Ad_Campaigns

50 Rentrak,2013 Annual Reporpp. 36.

5Greg Franzese, “TiVo’s Acquisition of VilemminBdulydd s t o
2012.

2FTC, FTC Puts Conditions on Nielsen’s Proposed $1.26
http://www.ftc.govbpal01309hielsen.shtm
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Commi

to search
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Search Advertising

bod ht hakERCchoser

adv
11

behavioral
l ooks at

and

A difficult challenge for advertisers is how to find potential customers in the large, but scattered,
digital world. Search advertising, in which ads are linked to particular seancbaeda r ¢

featur e dn antéuarte ttghiiena ar ¢ h

resul ts

o nbarelyhexisteda ar ch r e s

decade agdyuthas emerged ameanswer® In 2012, search ad revensiod ataround $17
billion, accountingor about 6% of the overall ad mk&t and nearly half of the digital ad market

(seeTable 3)>*T h e
as an
r e apcoht ent i al
or a

search
effective

vadlAdventitseéeps

model , which
me an s of
customers at t he

generally

includeswedntextu

matnadleired ¢d oli mga mtd vierr ft a

moment they might |
pamy.only if a cons

Table 3.Internet Advertising Spending by Type of Ad

In Billions of llars

% change

Search

Display

Classified
Referraldeadgeneration
E-mail

Total

2011 2012
$15.1 $17.6
$12.3 $15.0
$2.6 $2.6
$1.5 $1.7
$0.2 $0.2
$31.7 $37.1

16.4%
21.7%
0.8%
12.5%
4.8%
16.9%

Source: Pew Research Cente2013 State of the News Medial7.

Notes: Search ads refer to advertising that comes up next to the results of a search on a website such as

Google or Bing. Display adiscludeimages or texts that are placed on a website, such as banner ads, video, rich

media, and sponsorship. Classified adsidefor sale, real estate sale and rental, and employment advertising.
S5HIHUUDOV OHDG JHQHUDWLRQ UH I H-dawsWwtRrs a RidGha& allewRaXpdrdoptd GV VXFK DV H

refer a product to a friend.

An
certain
search

onli1ne

ter m,

adverus s cos
p r o dQuncctes

tohre suesrevri cheass.

neahvnii geast bes ityoe t wh e k

searc
ad a

they

clicked on an

utshed ma ¢ varatli s eah vavahne | o ghld o dan d c

53 Search advertisg, traced back to GoTo (originally Overture Services, later acquired by Yahoo), lets advertisers pay
to have links appear whenever certain keywords or collections of words are part of a search.

54|AB, IAB Internet Advertising Revenue Report, 2012 Full YR&sults, April 2013, p. 1http://www.iab.net/
mediafile/|IAB_Internet_Advertising_Revenue_Report_FY_2012_rev.pdf

55 Advertisers using the search neodl

bid for certain

keywords

such as “Aruba v

they win, their ads are displayed on web pages where search results for those products or services are listed.

56 Search ad prices are set through auctions and flucteatenfinute to minute and from keyword to keyword. The
most competitive keywords can cost as much as $370 for each click an ad receives. SpyFu maintains a list of keywords
with the highest cogper-click, http://www.spyfu.conmTopList.aspxfistid=3.

57 Server logs refer to web pages that will log the type of request and will store information such as IP address (a string
of numbers associated with a particular computer), date, and time of page, r@gdieghat page was loaded and page
prior to this one. Server logs can only be seen by website owners and are used for analytics.
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The impdérsencehoas an advertising sthaadiswmehas gen
Eur opean c o uhnatsr iae sma rCkoeotg Iseh a m dI Inotfe rmmoer?t®l ®mtehaarnc h90s%
November 2010, the Euarnompweasntoi€mp amtinlieat chgthleeers b e gan
abused a dominant position in online search, in
TFEU9T.hienv e s triegsaptoinodne d t o complaints by publisher
online map companies, abowtrvickasvomalGho¢gtlemadt men
sponsored search results, as wedlows PTHeigeds pre
Eur opean (o mmivsessntoyng avt iebwm s a i1 e e, nsuch as whether
provs dssecr et alagnotriictohmmpse tciatni vbee wh e nAlut sheodu gthor ¢ e r t
Gooplead practices have angered privacy advocate:
regul ators 1imst hwehleUnH T @ denlSdessettdd sg a t ’'so nb uisnitnoe sGo o g 1 ¢
pracafiteas fiamtdiintg had not mAnipulated search resu

Ad Networks and Ad Exchanges

Ad net works, —repoadcldd gpnpommsdtVDa comghrpeoonl ehundreds or
even thousands of web pages togatnbdemany Dabekita
digital platforms (-magl sSuRShS nfeetewdosr,k sb Idoeglsi,v earn da de
computer servers that can engage 1in targeting, t

Onl ine publaids hneerssworlidgldsoyg loen t Avdo r Nk , Casale Media Net
ValueClick Networks, tads¥bthoohSeatohMWMathkhatihpey
in sellihg domecthyes, webaste ewhsetstuse foet wdr
Ad networks anéaltbeond amri mpnatrhthhat we bl vmnt adeses our
do their own marketing. More recently, the hundr
of ad inventory consolidator, the ad mgchenge, w
fill excé®ss inventory.

Some established companies say online advertisin
adlependent companies because they can buy up bl

release themfomneltdepmaadkse,t iat s ocm@%cafi ewhdtort he
publisher might charge for the exacThsecame ad spa
Online Publishers Association, a coalition of me

%« EU Demands Google Do MoAsseciatedhPreSdday 28] 2013mtp:/fcismewsucom/ Ca s e , ”
newsaArticleeudemandggoogledo-moresettleantitrustcase

®Europa, “Antirust: Co mntiistsriuosnt pvrioobleast ietdaseplaanbea®donosg 1oef, "a np r e s
2010, http://europa.ewvapidpressReleasesAction.deference/10/1624
®®European Commission, “The Go o gpeeehbypagdintAtuniasQctob@rals e : What i s

2013,http://europa.euapidpressrelease SPEECHS3-768_en.htm

61 The FTC voted unanimously to close its investigation without bringing charges, althoughceomméssioners said

Googleshould be sanctionddr using online search results to draw consumer traffic to its own services. Google did

agree to make some minor changes to its search advepisictices, avoiding formal consent decree or litigation.

Statement of the Federal Trade Commission regarding Google
File Number 1140163, January 3, 2018Bitp://ftc.govbs201301/130103googlesearchstmtofcomm.pdf

2comScore, “comScore Media Metrix Ranks Top 50 Web Propert
2013, http:/www.bloggerjourney.con201302top-20-largestad-networksin-december.html

63 While there are hundreds of ad networks, the complexity associated with setting up and runnitigna aefl
exchange means that there is only a handful, including RightMedi Op e n X, Google’”s DoubleClick A
Microsoft’”s AdECN, and Facebook Exchange (FBX).

64« History of the Ad Exchange L a AdiGpslasigerApil 2820111 : Rise of t he
http://www.adopsinsider.comd-exchangesistory-of-the-adexchangdandscapeparti-rise-of-the-ad-networks/

Congressional Research Service R43288 - VERSIOR - UPDATED 11



The Shift to Digital Advertising: Industry Trends and Policy Issues for Congress

pesence siDOO aWUHHWZ-RRUQD/G®RIY FRPrel eased a study
August 2009 arguing that ads sold via brokers we
we b s—iftoers which they c&Buthmagygt himgthe nepompenies
ad networks to sell at least part of their own i

As ad networks and ad exchanges proliferate, l aw
data targeting and haoawWwWThlke Whtitec Homsla vidaBal amdt
net works, including Google, YahegulandrMi gquodef t

and best practices whereby they agree to prohibi
sale of gcoooudnst efrrfoemi tparticispatdiveg ti8iag pd ogetawor

Ad Pl atfor ms

Adverhaserksad to change dtihgeiitra |s tcaoandseugherrssg eqdi 1 tctkd y
way they tsipikdn@d dihgitral marketplace includes a va

X ORELMHr e 9t mad 0 U. S. adults ®Aeswoowwreras hmepbile p
of smartphones has increased, advertising on
pace, with revenues rising from® 251 million
By 2017 r a e afc2h’e sbicloluilodn,areaktc@ﬁcnreding to eM

challenge is that advertisers reportedly pa
ads because consumers are less likely to makc
perhaps duesdmedthesisana |@fermobile devices

X 6RFLDO QHWHZRWUNMs ofionthaeUmdebtdoS8tiates

net wor k Pingc Isidiesg net working tools such as Fa

ial sites such as Reddit,nPigegteand propel
bookn

s oc

such as Flickr and You Tube,; and social
Thsegment accounttso tfaolne lhteSadrullyt s2 0s% eonfd o n
personal computers and 30% ofSotcoitaall time onl i
net wor kti pgigarmesst of their revenues through

advertid*Angadpafmeageial medhatadveantleivag 1is

50nline Publishers As s o-QualitytConient,Envifonferts Rdisenaranass, Mdésageh
Association, Brand Favorability and Purchase Intent Mor e t
2009, http://www.onlinepublishers.orglewsletter.phptewsTypepr&newsld545.

66 U.S. Congress, Senate Commerce, Science, & Transportation, A Status Update on the Development of Voluntary
Do-Not-Track Sandards, 118Cong., April 24, 2013.

67 Best Practices Guidelines for Ad Networks to Address Piracy and Counterfeitingwww.20Bippractices.com/
bestpracticesguidelinesforadnetworkstoaddresspiracyandcounterfeiting.html

68 Experian Marketing ServiceShe 2013 Digital Marketer: Life is the Chann2013, p. 100,
http://www.experian.conmarketingservices2013digital-marketefreport.html

693 NL K aAdwertising Forecasts: U.S. Market Tends & Data for All MajorMedia p. 125, 2012 Edition

70 eMarketerFacebook to See Three in 10 Molilsplay Dollars this YearApril 4, 2013 http://www.emarketer.com/
Article/FacebookSeeThree10-Mobile-Display-Dollars- This-Year/1009782

“"Claire Cain Miller, “AdNewiarkTimesDgobeR28]12812r ned for Mobile, ”

72Maeve Duggan and Joanna Brenifdre Demographics of Social Media Users 2012P e w Resear ch Center s
& American Life Project, February 14, 2013, ph&p://pewinternet.org/media/FilesReports2013/

PIP_SocialMediaUsers.pdf

73 Nielsen,State of the Media: The Social Media Report 2@2, p. 4.

“For instance, advertising accounted f orKAWRU&Repdit, Facebook’s
February 1, 2012, p. 14.
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adverttiasregesdeamogr &« phi cAd wefrotrimsaetriso,n.howe ver, m
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Nielsse2n0 12 Social Media Report, a third of wus
social ™met works.

X *DPLQMbre than haldsoéwtl. $8. dddusahed game cons
according to the Entert a)iTnhnee nitn dSuosfttrwa rter aAdses o c
group s auyasl ,t hsaotcicaal games are the most freque
followed by actionplapont’Adyertissessatet e gy, and 1 ol
trying to reach these consumers by running ads before digital games on online
sites or embating their ads into the gameAd revenues fronmobile gaming
were reportedly around $200 milliam 20127

X 'LILWDOSALEGHRutU.oY. s ormespuomattesdigi de o content
ver thienl2a0t2aetding to a 2AfBesurvey by Acc
nitial Ihntgo sftirgiwgrgel out how twemerddtads against
n taednvte,r t i ser s have be ceodmeAncootnhfeorr t abl e with
vertising strategy asvsiadecioat eadi dwiottthewi deo i
omotions that gain an auddMarlkettéhmr ough onl i
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Online Privacy

By browsing the web, blogging, joining social ne
pr odauclear g eo fq upaenrtsiotn@anle dwaatya i n awrhd crha rakdevteirn g sfeirrsms
use this informatvvadmei asdsotdekbeted htghbomnsumer s
nt e®Tehset seevewi ng trails of personal data being c
have raised concernwhmohgveoruvged hedgoschateson to
greater control over what informatidmn websites ¢
Website owners and the advertigiomghianvdaucsyt r y, on

—

5 Nielsen,State of the Media: The Social Media Report 2@&cember 4, 2012, p. 18tp://www.nielsen.com/
contentlamtorporatedskenteportsdownloads?2012ReportsThe-SociatMediaReport2012.pdf

ESA, “2013 EsgerthicalCompatsramhaoud V-4 ldttp:iwwGtheasa.cafdctdé/ustry, > pp.
pdfsESA_EF_2013.pdf
7 Paul VernaGaming for Marketers: Let the Mobile Games BegiMarketer, December 2012. 4.

78 Accenture Multi-Tasking and Taking Control: Winning the Trust of the Sophisticated Consuideo-Over
Internet Consumer Survey, April 5, 2013, ph2p://www.accenture.comsenfPageshsightacnvideo-overinternet
consumeisurvey2013.aspx

"Advertising Age,The Viral Video Chartaccessed July 29, 2018tp://adage.comgsfeedBection_id674.

80 eMarketerOnline Video Advertising Moves Front and Centday 14, 2013http://www.emarketer.comiticle/
Online-Video-Advertising-MovesFrontCenter1 009886

81 Omer Tene and Jules PolonetskyR 7UDFN RU 3'R 1RW 7UDFN" $GYHUWLVLQJ 7TUDQVSDUHQF!
Online Behavioral Advertising-uture of Privacy Forum, August 31, 2011, p.f28y://papers.ssrn.cosul3/
papers.cfm&bstract_id2920505

82 ACLU, Understanding the Risiarch 16, 2011https://www.acluorgtechnologyandliberty/understandingisk.
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83 For example, a 2010 studgmpirical Research on the Economic Effects of Privacy RegujdtjoMIT economist
Catherine Tucker, found that after Europe enacted privacy legislation the effectivenessecddsmdropped by about
65%.

¥For exampl e, if a user were to search for “Prada shoes
Network, he or she might be served an ad from a luxury retailer. Google AdWords is one of the largetstatont
advertising platforms, which consists of millions of websites that contain ads from Google.

85 Howard BealesThe Value of Behavioral Targetinhletwork Advertising Initiative, March 24, 2010, p. 3,
http://ftc.govbstommentgirivacyroundtablé&d4450600117.pdf

mechanism fomd i hel la@wikn gc togpokmi fedsthd esx t £ 1 1 «
store daartea .l aBryg edleys iignmnv,i sciobolkei etso c ons ume
gible to anynfuosrenra twaomt iBnhg ytvac oknmi chw tw la ac tk i

, mobibasddvseevives wheocetnibokt sonJThmsr
ertisers t'® seswvrventadbocelnord Devt be
ocational ettnaekit hg, fahthooghlfhysomayh

012 survey by tftheutdhdaw RS adficd mEatn tclaimkse ha vin
ine behavior ®Amepokedhendommadypizegrean hlag used

used inapprepreiadt e¢lhye o rdAmicgmtyi bfon pErsons ume
s called for mandatory ¢&onstraints on behavior

8For a broader discussion -Prdvacy&DataPretaction: ¥WhatIftieLookie r i ne O’ Nei I

Cru mb 1 oCiti,”May’20, 2012, p. 7.

87 Kristen Purcell, Joanna Brenner, and Lee Rab®éarch Engine Use 2012 Pew Research Center s
American Life Project, March 9, 2012, p. 28tp://pewinternet.orgf/media/FilesReports2012/
PIP_Search_Engine_Use_2012.pdf

88 One study found that more than half of the websites it reviewed leaked sensitive and identifiable information to third
party aggregats. For a discussion of that study, Bewacy Leakage vs. Protection Measures: The Growing
Disconnectby researchers at the Worcester Polytechnic Insthtiie//web.cs.wpi.edecewpapesiv2spll.pdf

89 See, for example, Center for Democracy & Technoldgyimer on Behavioral Advertisinguly 31, 2008,
https://www.cdt.orgdolicy/primerbehavioraladvertising
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Several web browsers have adopgted o  n o features, dut dome privacy experts question

their effectivenesswhen the feature is easome browsers require the usetum it on rather

than making it the default setting he br owser sends a signal to webs:s
want to ,bes ot rtahcaked ny cookies polnalcye d hbey baa rwvee busiinti
amount of infor mat i baAsofdpiu201l3,ddoglereporpadtiadb vi de ser v
approximately 17% of its).S. viewers using theirefoxbrowsethadt ur ned t he “do not t
setting orP®

®Christopher Wolf and Winston Maxwell write that “Chief Pr
importance in U.S. businesses, addi nAgtitrusto SdtClose, YetSoe el of Amer
Far Apart: The EU and U.¥isions of a New Privacy FramewotkSummer 2012, p. Sittp:/law.duke.edsites/
defaultfilesfimageséentergudicialstudies¥/isions_New_Privacy_Framework.pdf

91 Claude Castelluccia and Arvind Narayan@riyacy Considerations of Online Behavioral Trackifgiropean

Network and Information Security Agency, October 19, 2012, p. 17.

92 A third-party cookie, placed by an advertisepiartnership with the first party, could allow the advertiser to show the

user an ad from an unrelated website and to track the user across the entire Internet.

BEllen Messmer, “Study: 86% ofPTopy WeEbac kNetwakivlridokee i §it or .
June 28, 201attp://www.networkworld.conmews2012062812trackingcookies260544.html

94 Ghostery, KnowYourElementbftp://www.knowyourelements.co#tabist-view&date=201306-13.
9% For example, the FTC Facebook Consent Order requires Facebook to submitpartyirgrivacy audits until 2032,

b}

among other things. Likewise, Google’s settlement with the
regular independent privacwdits for the next 20 years.

9 Federal Trade CommissioRrotecting Consumer Privacy in an Era of Rapid CharRgcommendations for
Businesses and Policymakekéarch 2012, p. inttp:/Avww.ftc.govbs201203/120326privacyreport.pdf

97 bid., Executive Summary.

98 U.S. Congress, Senate Commerce, Science & Transportatitaius Update on Voluntary BNot-Track
Standards113" Cong., ¥'sess., April 24, 2013, p. 5.
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In the United States, a consortium of ad trade groups creat®igited Advertising Alliancé s
( D A Aturgupise Advertising Option Icon in response to pressur
from the FTC. Depicted in the adjacdmix, the DAA icon may show | '$$-V $GYHUYV

up in or near online ads or on wehges where data are collected an Option Icon
used for behavioral aévtising. After clicking on the icon, users find
disclosure statement on data collection, use practices associated ®

the ad, and a voluntary eptut mechanism. Proponents view the DA]
Icon as aneans of assistingpnsumers with manaygy their online
tracking profiles *° althoughskeptics maintaird Choicedoes not go
far enougho inform people about what data dreingcollected from them and hotliey are
being used®

Ani nt er n a t theoWoddlWide Webyonsortium (W30} attempting to come upith
tracking standards that might apply worldwité3C is made up of computer scientists, consumer
advocates, and dozens of companies like Microsoft and G83dlkee group has not yet reached
consensus on the technology or policy components relatesh$ormer web tracking.

Policy Issues Affecting Digit

Conghessbeen involved in regulating advertising
Commi ssion Actt hna ddi susnd miwnffautli on or the eausing t
adver titsheame mti ght dfPAmocngcommemoeeivations for feoc
regarding advertising ofvairr tchoempgehtacecosndohmangeer sb e e n e
from unfair or Imi mieexgpubgsmg emeosfs acthaislnd rteynp etso o f

advertisamoet trpdr;ootmomtd on of products deemed morall

More recently, Congress, regulators, and the cou

adverf™sesvagal fedeealnagbtmedes
x Tk FTC, the principal federal agency espons |
advertisements in all media, is charged with
that are false™ decapthoreitprcandms rboth onli
traditional Fi@8wertamsiofg ColiBbamfnrerc®sot € $ on
a

e b 0
regavndinge cond™Nmermrepreintacgywe.ars, the FTC h

T
c
0

S

99 Seehttp://www.youradchoices.cordntrol.aspx

100 Jonathan MayeiTracking the Trackers: The Adchoices Ic@enter for Internet and Society, August 18, 2011,
http://cyberlaw.stanford.edolbg/201108krackingtrackersadchoicescon.

WVIw3 C>s work on tracki n pttpbwovmw3.orglOdldrackingprotedtiors c r i be d a't

10215 U.S.C. 852. Federal regulation of advertising in the United States is discuEsséritials of Contemporary
Advertisirg, by William F. Arens David H.Schaefer, and Michael Weigold, 2008, pp-58L

103 For more information on $ueme Court regulation of commercial speech,GiR8 Report 9815, Freedom of

Speech and Press: Exceptions to the First Amendrogiitathleen Ann Ruanén 1976, the Supreme Court

affirmatively extended First Amendment protection to commercial speech in Virginia Board of Pharmacy v. Virginia
Citizens Consumer Council.

104 Section 5 of the Federal Trade Commission Act (FTC Act), enacted in 1914, prahfhitsor deceptive acts or
practices in or affecting commerce (15 U.S.C. 845), which include true, and not misleading, advertising claims. It
enforces truthin-advertising laws, and applies the same standards no matter where an ad-appeasspapers,
magazines, online, in the mail, or on billboards or buses. The FTC closely examines advertising claims about food,
overthe-counter drugs, dietary supplements, alcohol, and tobacco.

1051n 2007, the FTC established the Division of Privacy and Identity Rimteto protect online consumer privacy,
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several ,compamideisng Sear sf,orMytshpeaicre ,o nalnidn eGo o g1

behavioral ad¥ertising practices.

X Theo ok and Drsutgr(aBdidodani or ces the Federal Food
Cosmetic Adtl)wRilghlates food package Il abelin
claims and consumer p¥ltsscrrigpddmtin eafffigr tasd viem ¢ li
formulating policy on the marketing of prescrt

devices through® social media tools.

X ThEederal Communi c ¥ €{iroengsu lGiotnensi svsairoino u(s 1 s s ues

affecting advertn, itnegl eomh amel,i os attellleivtie i an d
and the Intiesrankeitn g Tah ef rFeCsCh 1 ook 2t children
The FCC also adopted a rule in 2012 that

the four major net wdrskdg oi potshhe ptodp tS@® aTV ana 1bl
informatiAhl oadhaeae.stations wili® have to

X The Consumer Financial Protection Bureau
created in a2Ovlelr,t iosvienrgs ecoefs f i nalPftisal products
Mortgage Acts and PBr avditoiodke senfAfdeucgty s 1t s 2 g1 rul e
prohibits mortgage lenders and brokers from
mortgageT Theo@EPBshas launched formal investig
¢ o mp atnhiiaets b chlaiveev evsi ol at e t he MAP Rul e.

X The Federal Election Commi¥sion (FEC) overse:¢

A patchwork of state 7r1egul avteiroyn ss taaltseo haafsf eccotnss uomn
pr ot ec taipopnl ylaahwes twnning in thaetd stthartoeu,g hmosstta toef treer
aut horities and oversecAm ibycrntcasist@atrumbarorafeys tg
laws affectingAtdilgeiatsatl mnaidnvee rsttiastiensg,., i ncl uding

ensure information security, and combat identity thefp://www.ftc.govbcphbcppip.shtm
106 For example, in 2009, the FTC charged that Sears violated the privao f par ti ci pants in its

Program” because that software let Sears track consumers

permitted access to some personally sensitive consumer data. Sears and the FTC setteatswighe®ing to take
steps to better protect the privacy of its customers, including expressamptsent and disclosure of the types of data
tracked by any software program or application used by or on behalf of Sears. Additional legal actiong 6yathe F
behavioral advertising can be viewedtp://business.ftc.goldgatresource<l8/35.

WPprescription drug ads must contain a tr g sidegfiedts, andi mmar y

when its use should be avoided.

108 By June 2014, the Food and Drug Safety and InnovationPAtt (12144) requires the FDA to release final
guidanceon the use of social media for prescription drugs and medical devices.

109F C CImplementation of the Child Safe Viewing Act: Examination of Parental Control Technologies for Video or
Audio Programming ” A u g u s http:#htaunfogsce.gogtocs_publidttachmatci#CCG09-69A1.pdf

10 political ad data are public by law, but in the past TV stations were only required to keep paper filés.tREC,
Matter of Standardied and Enhanced Disclosure Requirements for Television Broadcast Licensee Public Interest
Obligations MM Docket No. 00168, April 27, 2012.

LECC, TV Station Profiles & Public Inspection Filéstps://stations.fcc.gosboutstationprofiles/

112C F P BBuyerbeware Potentially deceptive mortgage ads are targeting veterans and older AmericanBl o 1 1 y
Petraeus and Skip Humphrey, November 19, 26t@;//www.consumerfinance.gdbgbuyerbewarepotentially
deceptivemortgageadsaretargetingveteransand-olderamericans/

WCFPB, *“ Co ancial Rretectiol Bureau Warns Companies Against Misleading Consumers with False
Mortgage Advertis e me http:/dwvww.coddéomerdinance.gqresdseeleasessuresfinanciat
protectionbureauwarnscompaniesagainstmisleadingconsumersvith-falsemortgageadvertisements/

114 All political advertising for federaglections must meet rules enforced by the FEC.
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Yor k, havd eigrotnd edni cceodn s umer o '"°Foirn dtda®€ad i ferpi av:
requires commercial websites to post a privacy p
resi€Cehifornia aladbtedasacdtrbdtatwhbegonning on Janua
allows minors to remove publicly posted content
Twitter and prohibits online advertising of harn
of firear ms, acohol , and tobacco.

I ndust tRye ghuel laft i on

The advertising i-ndguestayohgssyssemwargehfzed thr
Se-R€gulatory Council (ASRC), former¥fhe he Nation
ASRC aims to detvelhoh sandodemndst a e ntshlr oaudgvhe rat i s
hat

compliance system tha includes recommendations
prod®ss.

ThaAaSRC also sets policies for the National Adver
Business Bureatis Adweg rRik ® i @lwi [Ud rroemg. u 1 Taht eosrey sbeoldfi e s
look into specific complaints regarding possibly
questions about whether certain advertising 1s a
initiativesdepr dmwtde amalalbtelverage choi;¥ad min adver
to improve conm uemeec tcromnfedsetnatbeet ¢ h spmignciples fo
behavior ai?aanddv eprrtoivsiidneg gui dance fTchre tIWABo moddé d e e
in 1996, develops voluntary st alhhdeaABdsi sfoar onl ine
coalition of more than 500 media afadaltlecl.n®.] ogy
online advertising.

Bpam Greenberg, “Smartphones and apps are proliferating an
mu ¢ hState’Legislatures Magazinapril 2013.

Senate President pro Tem Darrell Steinberg, “Governor Sig
Internet,” press r dtipédsdl6senateca goensaab30%23-godernorsigisstéinpergbill-

protectingminorsprivacyinternet

117The ASRC includethe Association of National Advertisg&NA), the American Association of Advertising

Agencieq 4 A, the American Advertising Federati¢AAF), the Council of Better Business Bured@8BB), the

Direct Marketing Association (DMA), the Electronic Retailing Association (ERA), and the Interactive Advertising

Bureau (I AB). ASRC, “ TiaweCounalilis hawihe AdveXidingSdfet g1 agoRyv Council , ”
press release, April 23, 201#p://lwww.asrcreviews.gf201204thenationatadvertisingreview-councitis-now-the-
advertisingself-regulatorycouncil/

18ASRC, 7KH $GYHUWLVLQJ ,QGXVWU\ReégBatichPelivias dd FréteMres\wyihe \Adverising
SelfRegulatory Council, Septembet, 2012 http://www.asrcreviews.org/fp-contentiiploads?201210NAD-CARU-
NARB-Procedure4Jpdated10-9-12.pdf

1191n 2006, more than a dazéood companies launched a voluntary-sef gul ati on program, the Child
Beverage Advertising Initiative (CFBAI). New CFBAleveloped uniform nutrition criteria will go into effect in 2014

for child-directed food advertising. See the Bettar8i ne s s Bu r e a u “Specific Brifoknh Nu€ition ¢ g or y

Criteria, June 2013yttp://www.bbb.orgisktoragel 6/documers/cfbai/
CFBAI%20Uniform%20Nutrition%20Criteria%20Fact%20Sheetys20AL . pdf.

120 Anything that has a direct link to the marketer: either8®@ number,@na i 1 , or website is within E

121 5elfRegulatory Principles for Online Behavioratlvertising July 2009 http://www.aboutads.infoésource/
downloadsevenprinciples07-01-09.pdf

122DDA, Applications of SelRegulatory Principles to the Mobile @nonment July 2013 http://www.aboutads.info/
DAA_Mobile_Guidance.pdf
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Onet bl€EA’B sdeelsfcr i bedempgdadfSf iisnttrousfi ve 1 egislation.
with other advertising organizations to craft vo
which were r%ThkaskldABaseht2sg@9 del ines for advertisi
and om mdhhitlf or ms . It has tried to standardize or1

t er msc ll Tiakddd mpr e€’asi well as ad sizes anudp use of te
a d's'.

ConcetbmsutAOnline Privacy

Even tholgh. mamrysumers are concermynadtabwedty a@amwloiin
c o mp atnhieceys do,ondby BBHWWs dDf consumers c¢claim to know
collected on them by a w¥BriHaicreasdagdrydi mg gtud aP ow
United States and Europe are scrutinizing the us
Europeasn &ppopaach to pndetacciomgrphienac¢ye nationa
prohibitions against colsl eccotnisoenn toDfi tdéaefaiC owei kt jheo u t
and requirements thatr ecgoomptacnri etsh et haactt ipvriotcieesss wd attl
authorities So far, the U.S. -bapprdaa cThelsas dbddrmr
may raise significant emmpliancadoichglbhenigrersess £ orn
including those transacting with European nation
presence® n Europe.

The FTC recomiNonddd me wb r'Ka nphr 2Wild2e d recommendat i

privacynpr dtoectmobi | ¥Teekeepenpi wi 2A13hanging te
amend€hii’ds@®mline PrivacjyRuBtéont e260tli2oong( BEORPAY it s
privacy pgovecgreatetocontrol to pedeonnh$iaeer wh
from chil d¥Amomg dtelre Idare significant changes, w

1231 A BKey Trade Groups Release Comprehensive Privacy Principles for Use and Collection of Behavioral Data in
OnlineAdvertising? pr es s 1 e |l ehttg/avww.idbinébout2the idldcénd press_releases/
press_release_archipeéss_releasgi-070209

1241 AB, http://www.iab.netdbout_the iab

125Kristen Purcell, Joanna Brenner, and Lee Ra®émarch Engine Use 2012 Pew Research Center’>s Int
American Life Project, March 9, 2012, p. 28tp://pewinternet.orgf/mediaFilesReports2012/
PIP_Search_Engine_Use_2012.pdf

126|n January 2012, the European Commission proposed draft legislation, the General Data Protection Regulation
(GDPR), to overhaul privacy and data laws in the European
privacy rules, the 1995 Data ProtectiDirective (95/45/EC). It would also replace the many different national data

protection and privacy laws with one European lamy new legislation is unlikely to become effective before 2015.

127EU Directive 2009/136/EC mandates explicit user consetéeookies can be placed. By May 25, 2011, all EU

member states were to be compliant, but the law has yet to be implemented in the same way across Europe. For an

overview, see DLA Piper repoiow the EU HsImplemented the New Law on Cooki@stober 82012.

128 Christopher Wolf and Winston Maxwelntitrust Sd‘Close, Yet So Far Apart: The EU and U.S. Visions of a New

Privacy Framework” Summer 201 2, p . 12.

129FTC, Protecting Consumer Privacy in an Era of Rapid Change: Recommendations for Businésses a

PolicymakersMarch 26, 2012http://www.ftc.govbpal01203/privacyframework.shtm

BOFETC,FTC Staff Report Recommends Ways to Improve Mobile Privacy DiscloSaebesary 1, 2013,
http://www.ftc.govbpal01302/mobileprivacy.shtm

B1The FTC initiated a review of the COPPA Rule in 2010 to keep it current with changing technology, issuing final

rule amendments thhecame effective on July 1, 20F:deral Register 16 C. F. R. Part 312, Childre
Privacy Protection Rule; Final Rule, Vol. 78, No. 12, January 17, 2at8//www.ftc.govbsfedreg201301/

130117coppa.pdf

¥LFTC, “FTC Strengthens Kids’ Privacy, Gives Parents Greate
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2013, the revised COPPA rulpecaspamde’™d hthlboae md ¢ fi iomi
operators of commercial wemebitbe appgspopntaneceoebtlw
children and revised how % n2plaln2i eFsT (o brteapionr tp adriesnct
mobile apps affect the privacy of c¢children, whic
proposed ®tBeegsuildaetsi opnthiev fFcTyYC updated its Dot.com di
advertising to give businesses examples and dire
business practites in their online ads.

In December 2010, the Departmentebé¢a€edmergeedé¢nt
paper on commer citahla td arteac opmrm evnadcdyd ,i essounebsl n $ h ane o ¢ ,
Privacy Policy Office and a comm&&iThiaaelpodat aipriv
not endorse any pri wacey Diemiatrit anteilsvt evgw.fr kB w imlthdeir icVigh iotn
House released i1its consumerwhdiactha aplrsiov accoyn sfirdaenreswo
t hipmdty personal data collection and®how compani

Pending Legislation

It3h€ongresNot DEgaskation wSenattamd rbapcRdcbegfe
hard Bl umdNaTrhaQnkl AThlee oDO.2 M1188a § first 1introduce
e bedsin its prmwosudnt bfetoor mhqoumi @mpluneé © sr e que s
e ine activitiperso vtirdabcdk ebdy,i gmuhcnhl Atphikil lls adnflel 3a,s
te fMommeecheCdma hearing -roeng utlhaet iporno gorfe s s
ehav¥ral advertising.
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t or s RdonMaWykliekit mlndneed geol ocaSt.i 96n3 9 havacy I
ure would prohibit the interception, disclos
ormation concerning the locatiofImf thewirele
e of RepmOanddmtea tComeu,nitchadt i oms Pabld RGe alom Ac't
introduced by Representatives Zoeamblagfigr en,
he s a m'eR epprroevsidsmitooantBia vwehpommwse d t he Do Not Track
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Children’s Online Privacy Pr ot e c http/imwiRgdviepal0l2it ess rel eas e,
coppa.shtm

I3BFETC, Bureau of Consumer Protecti@gmplying with COPPA: Frequently Asked Questions“ A Gui de for Small

Business and Parents and S ma lhttp:/BusinesstitggotbeumentiZomplyioge Gui de, 7 J
with-COPPAFrequentlyAskedQuestions

BFTC, “FTC’s Second Kids App Report FinsQusroudding Mobile Progres s
Applications for Chil dr e n htp:/ivpwwétcsgeovbpaR0l24 2kidsapp.shbTkedhCb e r 10, 20
staff’s first survey ofn2@li.ds’ mobile apps was completed

B5ETC,.com Disclosures: How to Make Effective Disclosures in Digital Advertisiragch 2013,
http://business.ftc.godbcumentdius4tdot-comdisclosuresnformationaboutonline-advertising

136 Department of Commerce Internet Policy Task FoBmmmercial Data Privacy and Innovation in the Internet
Economy: A Dynamic Policy Framewogk 5,http://www.ntia.doc.goveports2010/
IPTF_Privacy_GreenPaper_12162010.pdf

137White HouseConsumer Data Privacy in a Networked World “ A Fr a me wor k f andPrémoting e ct i n
Innovation in the Global Digital Economy,” February 20
1381.S. Senate Committee on Commerce, Science & Transportatidtatus Update on the Development of Voluntary
Do-Not-Track StandardsApril 24, 2013.

¥Senator Ron Wwnddr,giSBiapdmmi d nstitutes Warrant Requirement
press release, March 21, 20h&p://www.wyden.senate.gowewspressreleasedfipartisanlegislationinstitutes
warrantrequirementgo-track-americanswith-gpsdata

140«pelBene cesponsors bill with Rep. Lofgren to reform Electronic Communications Privagy Act

g Pri
12.
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2H.1R. X1 8§ 9A5'TChoen giwle B t hen Represehtaat sud¢ dEdwar d
ntiontrreo He ¢ bi t hGongd#'ddas. act would prohibit the

ugh, for instance, creating an er asser

of
plsa
use of'i mfoomation for targeted marketing
t hr
gather albioludrdartheir ¢

=g}

http://delbene.house.g@ressreleasalelbeneco-sponsorsill -rep-lofgrenreform-electroniccommunications
privacy-act

“IMonica Desai, Benjamin Bartlett, NatiomBodgsOctabergds4 2043s ,
http://capitalthinking.pattonboggs.cdamdex.phptechnologyandcommunicationsl 2/.
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Appendix. Aver age

Ti me

Spent

Table A -1. Share of Average T ime Spent Per Day wi th Select Media by U.S. Adults

Versus U.S.Ad Spending Share

with

Time Spent Share

TVva
Onlined
Radic
Mobile (nonvoice)
Print
Newspapers

Magazines

TV
Online
Radio
Mobile (nonvoice)
Print
Newspapers

Magazines

2009

42.2%
23.1%
15.5%
3.5%
8.7%
5.2%
3.5%

Ad Spending Share

2009

36.5%
15.2%

9.7%

0.3%
27.3%
16.8%
10.5%

2010

40.9%
24.0%
14.9%
5.3%
7.7%
4.6%
3.1%

2010

38.4%
16.6%
9.9%
0.5%
24.7%
14.8%
9.9%

2011

40.4%
24.6%
13.9%
8.0%
6.5%
3.8%
2.7%

2011

38.3%
19.3%
9.6%
0.9%
22.6%
13.1%
9.6%

2012

39.8%
24.8%
13.2%
11.7%
5.4%
3.1%
2.3%

2012

38.9%
20.9%
9.3%
1.6%
20.7%
11.5%
9.2%

Source: eMarketer, ‘eMarketer: Consumers Spending More Time with Mobile as Growth Slows for Time Online

October 22, 2012.

Notes: Time spent witheach medium includes all time spent with that medium, regardfesailtitasking; for
example, onérour of multitasking on a PC while watching ®BvWounted as one hour for TV and oteur for

online.

a. Includes live, DVR, and other prerecorded video, idalg video downloaded from the Internet but saved
locally. TV ad spending includes broadcast TV (network, syndication, and spot) and cable TV.

b. All Internet activities on desktop and laptop computers and other nonmobile connected devices such as

Internet-connected TVs.
c. Excludes online radio.
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